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Y AND CONCLUSIONS

The Kentucky legislative Tobacco Task Force was set up by the Kentucky
Legislative Research Commission following passage of House Resolution 61 in the 1984
General Assembly. At that time, the tobacco price support rrogram was threatened with
collapse, because of the buildup of tobacco in the price support pool, the rapid increase of
imports, and the no-net-cost assessment farmers must pay to service the price support pro-
gram debt, The Task Force was set up to address these and other problems of the tobacco
program and has worked to assist in any w
tobacco program

uld to help save and maintain a viable
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In early 1985 task force members testified regarding imports before the Interna-
tional Trade Commission. Their testimony stated that the President should take immediate
legal action under Section 22 of the **Agricultural Adjustment Act’” to reduce tobacco im-
ports because they render ineffective the tobacco price support program. The task force
further recommended to the President that:

The United States should not allow tobacco imports from those countries which
do not allow American iobacco into their countries, which subsidize the production or
manuiacturing of tobacco, which use pesticides and herbicides not allowed on American-
produced tobacco, or which do not allow 3 fair and just market for American products, the
task force recommended that imported tobacco be che

rged = single rate of duty for each

cation. Cleas viewed imports as a problem
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The level of the ‘‘no-net-cost’’ contribution is based on projected losses in
operating the program. The assessment level is set yearly and depends on quantities of
tobacco under loan, expected loan-takings, interest rates, and other factors affecting loan
stocks, and the length of time they might remain under loan. For burley, because of the in-
creased tobacco taken by the pool, the no-net-cost assessment went from | cent per pound
in 1982, to 5 cents in 1983, and 9 cents in 1984; 1t was projected to be 30 cents in 1985. The
increase of the no-net-cost assessment to this level became a real financial burden to
farmers, and a threat to the existence of the program,

Another provision of the no-net-cost law gives the Secretary of Agriculture
authority to reduce price support rates—within limits—for tobacco grades that are in excess
supply, to make mmes more Q@mpevtwg and ‘hogﬁefuhy r@duw tobacco going into the pool.
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was about 5 percent below the previous year and was the largest percentage and absolute
drop on record. Consumption per person 18 and older is expected to drop to 3,384 cigaret-

tes by the end of i985 24 percent beiow the 3%3 peak
The jarge drop in cigareiie 1 98: mainly the result of a 21-
ent jump w retail prices for ci riggere higher federal and state
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Foreign government export subsidies or aid to foreign tobacco growers affect im-
poris in some cases.

The increase in imports of ourley, as well
lower guality of

as the great volume and sometimes
tobacco taken under loan in recent years pose very difficult problems for
the tobacco industry. Currently, import quotas do not apply to tobacco. Import controls
and their potential positive and negative effects have heen debated widely.
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ported into the U.S. is heavily subsidized. According to the USDA, tobacco production and
cigarette output are controlled to varying degrees by government monopolies or large
multinational firms in many foreign countries.

Also according to the USDA, government support has helped boost foreign pro-
duction and exporis in some countries. Because agriculture is subsidized in various ways in
many other countries, it’s sometimes hard to assess tobacco subsidies. Argentina subsidizes
growers by returning to them part of the taxes on cigarettes. Scuth Korea and a number of
Eump@aﬂ countries also provide Subgimes Lo growers. Br&z L a mamr competitor of the

proviges techn . rthermore,
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reduced (Figure 3). Quotas were reduced 5% in 1983, 10% in 1984, and 10% in 1985. The
decline in farmers’ quotas and the failure of the U.S. to maintain its share of the world
market have worked together to reduce American burley production.

With large quantities of tobacco under loan, the prospects for the “‘no-net-cost’’
assessment to continue to increase are obvious, if attempts to salvage the price support pro-
gram are not successful,

Late in 1985, a stopgap measure passed Congress which would lower the price
support and the no-net-cost assessment for this year. §.141
a long-term soclution to th i
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began to solicit information and invite speakers tc address various problems the tobacco
program faced.
The task force’s perception of the program’s most pressing problems prompted it
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Imported tobacco should be charged a single rate of duty for each
pound, regardless of the classification.

Imported tobacco should not be allowed from nations who do not
allow a fair and just market for American products.

Against the advice of the task force, the USDA and others, the ITC later ruled
against any import restrictions on tobacco. While in Washington, D.C. to testify before the
ITC, members of the task force alsc met with Secretary of Agriculture John R. Block regar-
ding the problems the tobacco program faced. It followed up at its January 28, 1985
meeting with a letter to Secretary Block and President Reagan expressing the task force’s

displeasure with the administration’s proposai ic abolish the tobacco price support pro-
gram.

Following up on one of its recommendations io the ITC regarding pesticides on
foreign tobacco, at the March 12, 1985 meeting of the task force members voted to support
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members moved 10 lock into a plan which the burlev cooperatives and others were trying to
work out with R. J. Reynolds Tobacco i




port program. As the plan evolved, it was followed closely by the task force. Senator
Wendell H. Ford appeared before the task force on April 9 and discussed the ‘‘Reynolds
Plan.”

The importance of the tobacco issue and the concern of Kentucky farmers was
evident throughout the task force’s hearings, but became most apparent when nearly 1000
people attended the March 25 hearing in Hardinsburg. A summary of comments made at
the public hearings is in Appendix 7.

One of the real highlights of the task force’s work was the Tobacco Conference of
the States, held April 19-21 in Frankfort to promote a unified effort of the tobacco-
producing states to save the tobacco program. This conference brought state legislators
together from nine tobacco states in an unprecedented show of unity and support for the
tobacco program. Legislators from areas that grow flue cured, burley and other tobaccos
worked closely together. Larry Forgy of the Burley Tobacco Growers Coop, Representative
Charlie Rose, and Senator Wendell Ford spoke at this conference. The conference conclud-
ed with the adoption of a resolution by the states to create a permanent Tobacco States
Conference, which would proceed with unity to work out details necessary to save the
tobacco program. Kentucky further supported the following Plan of Unity and Action:

That manufacturers along with producer representatives be en-
couraged to enact a plan to minimize the growers’ no-net-cost, reduce
tobacco imports, and increase the worid-wide market share. These were
among the goals examined in the development of the ‘‘Reynolds Plan”’
and later $.1418 “The Tobacco Program Improvement Act of 1985.”

If no agreeable plan is forthcoming from Congress, the task force
hereby supporis a federal tax on cigarette manufacturers to pay for the
cost of the no-net-cost prograim in support of tobacco farmers (like Con-
gressman Rose’s bill, HR 2600, to be discussed later).

If a federal excise tax as described above is not forthcoming, then
the task force supports a state level manufacturers’ tax on the cigarette
imndustry to support the ne-net-cost program for tobacco farmers.

North Carolina and Virginia to a lesser degree adopted similar statements (see Ap-
pendix 8 for all three statements).

As a result of the conference, other states followed Kentucky’s lead and formed
permanent legislative tobacco groups which continued to work with Kentucky on behalf of
tobacco through the year.

The Kentucky Task Force members met later in the year with other Tobacco
States Conference members and a future conference is planned in North Carolina. Because
of the continuing problems that face tobacco, it is the task force’s view that Kentucky must
continue to initiate efforts on behalf of the tobacco program and the Conference and each
states’s organizations should continue to function and be on call whenever action is needed.

In May, Representatives Burnette, Crupper, and Worthington met with the Presi-
dent of Philip Morris, Inc. to discuss concerns Philip Morris had over possible antitrust im-



plications of participating in the buyout proposal in the “‘Reynolds Plan.”’ Following this
meeting and assurances from the Congressional Research Service and others that there
would be no antitrust problems, Philip Morris overcame its reservations and joined in
negotiations regarding the ‘“Reynolds Plan.”’

At its May 7 meeting, the task force passed a resolution requesting that Ken-
tucky’s Congressional Delegation introduce legislation—along the lines of the “Reynolds
Plan’’—resolving problems in the tobacco price support program.

At the May 30 meeting of the task force, draft legislation was revealed which
would impose a state manufacturers’ tax on cigarettes, to be used to reduce producers’ no-
net-cost payments (option #3 from the plan of Unity and Action from the Tobacco Con-
ference of States). Task force members noted that the tax would be a last resort, and that
the bill was intended to encourage more desirable resolution of the price support program
problems.

On June 5, tobacco growers and cigarette companies reached a compromise, bas-
ed on the “*Reynolds Plan,”” that was designed to lead to legisiation which would help the
ailing tobacco price support program. The agreemeni would lower the price support for
burley by about 30 cents, to $1.45 per pound. The no-net-cost assessment would be shared
50/50 between growers and tobacco companies, and a buy out by the companies of surplus
burley in the pool over five years was proposed. The Commodity Credit Corporation would
take title to the 1983 ““disaster’” ¢crop and offer it for sale. Any 1983 stocks not sold in two
years could be sold at 10% of the Tobacco Association’s costs. Marketing quotas would be
determined by using projections of the amount of tobacco manufacturers intended to pur-
chase; some adjustments could be made by the S ecref{aw of Agi iculture.

At the June 13 task force meeting, proposed federal legislation (the Tobacco Pro-

gram Improvement Act of 1985, 8.1418—see Summary in /-*a. ppendix 9) which would in-

<

corporate the abovementioned @E' nents , ( n’’ was discussed by David
Beck of the Kentucky Farm Bureau. Mr. Beck stated that neither growers nor the Farm
Bureau got everything in the legislation they wanted, but that k eeping the program was so
important that major compromises were necessary. He said that if the compromise wasn’s
adopted, the tobacco program’s situation would deteriorate: the no-net-cost assessment
would go up, quotas would be cut, and the program might be voted out by farmers.

Task force members generally responded positively to the proposed legisiation,
but recommended in a letter 1o the Congressional delegation that if the price support is roll-
ed back 30 cents, farmers should not be required to pay half the no-net-cost assessment.
They also recommended that imporis should be dealt with more extensively in the legisla-
tion. They expressed concern about the 1983 crop being sold for 10 cents on the dollar and
suggested that farmers should have first refusal to purchase this pool tobacco and, if they
chose, destroy it and add this poundage to their quota for future crop years. The provision
which would allow tobacco manufacturers’ projected needs to form the basis of quotas also
concerned the task force members. They pointed out that the formula used to calculate the




support price could suppress the price in future years. Also in this communication, they
maintained that the proposed 30 cents no-net-cost assessment was high enough for this year
and should be lower in 1986.

Before their next task force meeting, members of the task force attended the
Southern Legislative Conference (SLC) and met with Tobacco States Conference
legislators. Tobacco States Conference legislators agreed to continue to meet, and attempt
to place a tobacco representatives from several states on the Agriculture and Food Policy
Committee of the National Conference of State Legislatures (NCSL) to assure national
coverage of tobacco concerns. Representative Ramsey Morris was already a member of this
committee. The SLC passed a resolution to urge the federal government to continue the
tobacco price support and quota programs.

Task force members met again with other Tobacco States Conference legislators
at the NCSL Conference in Seattle later in the year.

At their July 29 meeting, the task force heard testimony supporting Congressman
Rose’s bill (HR 2600}, mentioned earlier. The ““Rose Bill”” would use part of the present
federal excise tax on cigarettes to replace part of the no-net-cost assessment. The tax could
be adjusted 1o reflect government losses according to the Cooperative’s loan stock levels.
This approach to dealing with the tobacco program problems had been cited by the task
force as its second choice, a less comprehensive solution, than the “Reynolds Plan”’
(5.1418),

At this time, S.1418 was stalled in Congress and administrative steps to address
tobacco problems were being considered by the flue-cured tobacco industry. In July the
U.S. Department of Agriculture and the Flue-Cured Tobacco Cooperative Stabilization
Corporation reached an agreement to reduce the effective suppori price for the 1985 flue-
cured market. The results of this activity were followed closely by the Tobacco Task Force.
The plan was conceived to encourage purchase of more tobacco by companies, allowing
less to go to the pool and to dispose of some of the pool stocks. This action was also seen as
removing a stumbling block to the passage of S,1418, by preventing more tobacco from go-
ing into the pool.

Under the plan, a 5 cents price reduction and 10 cents rebate to the purchaser were
offered on all tobacco purchased. In addition, if more than 650 million pounds of this
year’s crop and 125 million pounds of ore-1982 loan stocks were bought, an additional {5
cents would be rebated on this year’s crop purchases. This action would take from the no-
net-cost fund $66.1 million for the first rebate and $99 million for the second rebate. As it
turned out on the 1985 market, less flue-cured tobacco was sold, and that at a substantially
reduced price (31.72 before rebate, $1.47 after), with about the same amount going to the
pool as last year, Last year’s price was $1.81.

There was a general feeling among task force members that the flue-cured rebates
had net worked very well to achieve their goal. The task force questioned whether it was ad-
visable for the burley market to consider similar rebates. Administrative action taken by the



flue-cured market would deplete the 1985 no-net-cost assessment and only take care of 125
million pounds of loan stocks. The no-net-cost fund loss would have to be made up by
farmers, if S.1418 did not pass. During dicussion of the flue-cured action, Representative
Worthington said it appeared that the administrative action would encourage buyers to
purchase some loan stocks but would allow much of this year’s crop to go into the pool. He
concluded that it might be possible to alleviate the problem of excess loan stocks ad-
ministratively, but the approach taken by the flue-cured market did not appear to be very
effective. Worthington also concluded that the flue-cured action only seemed to help the
tobacco companies. Responding to task force inquiries, the Flue-Cured Cooperative
Stabilization Corporation suggested that export purchases had been stabilized or increased
because of the administrative action and said that there was an upturn in sales from earlier
in the marketing season. ,

Somewhat similar administrative action for the ourley market was being planned
but became unnecessary when a stopgap measure to lower burley prices passed the Con-
gress in November. §.1418, the more long-term solution, was stalled—attached to a budget
reconciliation bill—so that if it were passed, it wouldn’t take effect until 1986-87 sales. The
stop-gap tobacco bill would lower the price support level for the 1985 burley crop by 30
cents from jusi under $1.79 1o $1.49, and it is generally viewed as a major step in saving the
price support program. The legislation would decrease the no-net-cost assessment from 30
cents to 4 cents.

The measure was designed to reduce the amount of tobacco going into the pool
this year, limiting loan expenses of the pool and making it easier for iobacco companies Lo
buy out stocks next year. This action would be complementary to, and require passage of,
5.1418. The stop-gap measure did not address stocks already under loan. Unless S.1418
passes, taking care of old loan stocks and providing for sharing of the no-net-cost assess-
ment with tobacco companies, the no-net-cost assessmeni for 1986 could become much
higher, since the 4 cents no-net-cost assessed under the interim measure wouidn’t pay for
past surpluses. Thus passage of S.1418 is still viewed as essential.

The burley market opened November 25th and the task force attended sales at
three warehouses in Shelbyville on the 26th.

As the marketing began, tobacce was selling for around $1.60 per pound. This
was $.28 per pound below last yvear, but when the no-net-cost differences are considered—9
cents in 1984 and 4 cents this year under new legislation—the difference is $.23. According
to the Lexingron-Herald, this difference would mean a $90 million loss for Kentucky’s
150,000 tobacco farmers.

But the Burley Tobacco Growers Cooperative is guoted as saying they expect less
than 10% of this year’s 525 million pound crop to go to the pool. This is good news for
farmers, since the pool would be burdened with less surplus this year, helping provide for a
long-term solution for the price support program, if S.1418 or some similar measure
becomes law.



At this writing, the deficit reduction measure to which S.1418 is attached had fail-
ed to get out of Conference Committee before Congress adjourned for 1985. This measure
may not pass before burley tobacco farmers are scheduled to vote on whether to continue
the federal tobacco program in February or March. It has been the aim of tobacco state
congressmen to have S.1418 in place before this time. Attachment of S.1418 to a new
legislative vehicle might be possible early in 1986. Yet real uncertainty faced the program at
the end of 1985. The price of tobacco remained around $1.60 per pound and 11.7 percent of
the crop was going to the pool.

20



84 BR 1875

APPENDIX 1

IN HOUSE

REGULAR SESSION 1984

HOUSE RESOLUTION NO. 61

TUESDAY, FEBRUARY 14, 1984

Representative Ward Burnette  introduced the
following resolution which was ordered to be

printed.



84 BR 1875

A RESOLUTION relating to tobacco.

WHEREAS, the Commonwealth of Kentucky and her people
feel the burden of these hard times; and

WHEREAS, the people recognize the need for a strong
and vibrant agriculture; and

WHEREAS, the Secretary of Agriculture of the present
federal administration has announced a 10 percent reduc-
tion in 1984 qguotas for burley tobacco after the shortest
crop on record; and

WHEREAS, the economic impact upon the Commonwealth
of Kentucky, and her people will be devastating; and

WHEREAS, the present tobacce program, after many
years of successfully serving its purpose to the people,
has been altered to such an extent that it will destroy
the livelihoods and hopes of a large segment of the
people; and

WHEREAS, the imports of high-grade burley tobacco
under the clever disguises of other lower gquality grades
as allowed by law are creating havoc within the Common-
wealth of Kentucky's economy; and

WHEREAS, the imports of high-grade burley Ileaf are
subsidized by the no-net cost program and bring toc bear
undue hardship upon our producers; and

WHEREAS, the Kentucky burley tobacco grower is being
subjected to unfair treatment in the market by this

deliberate attempt of the USDA to dismantle and destroy

-]
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the tobacco prograi;
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- $129.4 million in state tax revenue is related to tobacco

production:
$53.3 million in income tax
$19.5 million in sales and use tax

$53.4 million in other general taxes
$3.3 million in property taxes

#
*
®
%

- Local Governments receive $5.5 million in property tax
from the value of the quota system alone.

-~ 1985's crop is likely to be 17 percent smaller because of
reduced planting.

- Reduced acreage and the increase in the No-Net Cost
assessment together will veduce the direct income from
tobacco by $104.6 million (a 237 decline). The overaill
effect on the state's economy of the reduced acrveage and
higher program costs would be a loss in income of $495
mitiion.

Tobacco is at the heart of Kentucky agriculture, accounting

“={ry
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more than one-half of the total value of all crops grown in the

or seriously reducing the tobacco program would
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Kentucky and 1

Tobacco 1t a highly ‘labor-intensive and ts  production ig
physically very demanding. Tobacco farmers have Jarge capital

investments in equipment and land. Tobacco s a oiliton deliar cash

crop in Kentucky. No Jegal crop can replace tobacco for value pev
acre



INTRODUCTION

The current tobacco program has existed in essentially its
present form since its inception in the Agricultural Adjustment Act of
7938. The first major revision was the No-Net Cost program of 1982.

The General Accounting Office estimated that for the years immediately

2
o'l

prior to the Neg-Net Cost program, the federal administrative costs of

hn)

o

the tobacco program ranged from $13 to $16 million per year. Since

1982, | Department of Agriculture nditures relating to tobacco

under Public Law 480 {(sales to less-developed countries) are around $I

miliion & year,



I. KENTUCKY'S TOBACCC HERITAGE

The cultivation of tobacco in the United States stems from the
earliest colonial times. Virginia, the site of the first permanent
settlement, engaged in tobacco production from the beginning.
Colonial exports of tobacco grew from a hundred thousand pounds in
1620 tc a hundred million pounds just prior to the Revoiutionary HWar.

Tobezco cultivation was the most important enterprise in the Virginia

and Maryland Colonies. Besides being the chief exported good, tobacco

ginians and

. - R R T e T R B de gy Pl P T I P,
clparing OF trees was vollowed 0y (ne saliaciion

WA
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fhe Virginia Assembiy on Decemoer 18,
Act, which Vivginia's willingness
Tt owas wot until June 1, 1792, however,

preparing her own constitution, and was admitted to the Union as the

fitteenth state. One of the first acts of the new General Assembly in

L3
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1792 was to adopt the Virginia warehouse system and quality control
inspections of tobacco.

By 1810, 42 new warehouses were built along the Kentucky River,
with towns growing up around them. Tobacco provided a foundation upon
which community expansion was possible by providing employment for
farmers, warehousemen, processors, exporters and manufacturers. By
1839, 53 million pounds of tobacco were being produced in Kentucky.
Twenty vyears later her output had doubled. While the Civil Har
severely reduced fobacco production in most southern states, the
upswing of planting in Kentucky was scarcely disturbed.

)

1904 saw the use of hogheads for transporting tobacco to market

wayside. Charles Bahmer introduced in Lexington s

tnose leaf auction system with graded baskets or trays of several
nundred pounds each. First used in Virginia a few years earlier, the
innovation oroved popular with both buyers and growers because of
increased guality control and, for the skilled farmer, better prices.

In addition to stimulating the Lexington economy, the shifting of the

marketing center there increased commercial diversity, allowing for

continued economic growth.

Production grew continuously so that by 1919, 506 miliion pounds,

vatyed at 116 million dollars, was being produced. That year the

i~

golden leaf accounted for almost 1/3 of the state's toftal crop

income. Last year about 1/2 of Kentucky's total crop income was
accounted for by tobacco. Besides the income and employment effects

realized by Kentucky, the state coffers have historically been well



supported by tobacco. Since 1936, when the cigarette excise tax was
enacted, that tax on the sale of cigarettes has contributed $472.4
mitlion to the general fund.

Although production improved continuously, growers on both sides

the Appalachians faced difficulty with monopolistic purchasers.

Low prices caused great anguish and

ch agitation. The Lexington

market in 1920, and the North Carois market in 1933, were closed
9 ?

tow prices. During this area. producey

Cooperat

o i 1D
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farmers have been hit particuliarly hard by export losses, declining
cigarette sales, and increased use of imported tobacco.
The Kentucky tobacco tradition is a long one. It cannot be

expected that major changes can be made without severe disruptions,
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IT. THE CURRENT ECONOMIC SITUATION

Kentucky Tobacco Producers

Any decline in the prospects for tobacco will have an adverse and
ocssibly disastrous effect on Kentucky tobacco farmers. Almost 72
percent of Kentucky's tobacco farmers depend on tobacco for at Teast
50 percent of their gross farm sales. Seventy-six percent of

-
¥

Kentucky's ftobacco farmers have a net annual farm income of less than

$10,000. Forty-seven percent of Kentucky tobacco farmers have an

amiiy income oF less than $20,000. Sixty-one percent of

Kentucky tobacco farmers are 46 years of age or older, 83 percent grew

. e - 3 AoA oy A e oy [ 9 PR A . L F
dnon varm, and 44 oseroant have lesg % a school
! Gug g~ 5 &b o ey e 2 e
tne Kentucky tobacco farmer i¢

o

change in vocation

che g the tobacco price support program would be
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In 1984, the total value of tobacco production in Kentucky was
$938,996,000.

In 1984, Kentucky farmers and farm workers received an estimated
net income from tobacco of $541,065,000.

To evaluate the economic impact of the tobacco industry on the

i,

state it is necessary to consider the effect that tobacco has on other

industries, as well as the direct effect of the industry itself. A

- e R Ay N IE TR rae -
A one in tobacco output would result 2
$23,850,000 decrease n the the total




Finally, a one percent decrease would correspond to $19,370,000 in
Tost income to the citizens of the state.

Given that a large portion of tobacco farmers and workers are
older, have relatively low education, and have few skills in other
areas of employment, any decrease would harm an already depressed and
vulnerable sector of the state's economy .

Tobacco is by far Kentucky's largest cash crop, accounting for
more than 50 percent of the total crop receipts of Kentucky farmers.

Tobacco production accounts for over 12 percent of the employment
in 10 of Kentucky's counties. These counties are among the poorest in

the state, including the two pocrest. ATl of these tobacco-producing

P SN ; ' Wi e T e Y i S $ W o m den g
counties earn iess than the average per capita income in Kentucky

witich i35 the S5th Towest state in the nation. A%+ the same time, these
counties have high unemployment rates, currently averaging over 14.6

percent.

Property Value

A significant portion of Kentucky's farm real estate value s
attributabie to tobacco. Part of that value reflects tobacco's high

fue per acre and the fact that much tobacco land would have littie

{or at Tleast, much tess) value in other uses. The other part of
tobacco's contribution to 2state vailue s tied directiy to the

tobacco production control program, which restricts the right to grow
tobacco to certain specified parcels of land.
The value added to real estate because of the high productivity of

tobacco  is  not  measurable obut  would certainly be significant,



particularly for land that would otherwise have little agricultural
use. The real estate value attributable to the tobacco support
program itself may be calculated by taking the net present value of
the expected income from a pound of tobacco base and multiplying that
times the total pounds. A 50¢ a pound annual income from the tobacco
base discounted at 10% per vear {an approximation of the interest
rate) ¥for 10 years would show that each pound of base is worth $3.00.

A &
i

this would mean a vaiue of

o

tleg divectiy to a particular piece of land and is capitalizeg into

the

a tax poor state and its currvent operating budget

was  shown To of
regidents At 3 affective tayu
would represaent an income tax vield of $53,268,000.
5 i to be to the wvalue of products

wold in the economy {output). Tobacco production  accounted  for

Kentucky's effective output-




tax ratio has been found to be .00816. Thus, $2,385,051,000 x .00816
gives a sales tax contribution of $19,462,000. HNote that this is
general sales tax only and does not include direct taxes on cigarette
sales.

In addition to the income tax and the sales tax many other state
tax receipts‘are closely tied to changes in residents' income. It is
estimated that for 1984 total collections of these other
income-related taxes amounted to arcund $750,000,000. Tobacco
production accounted directly for 1.86% of the state's personal income
and indirectiy for an additional 5.26%, for a total of 7.12%.
fssuming that income from tobacco s spent simitarly to income from
ythey  sources, tobacco production would account for approximately

$53,400,000 of these other income-related tax revenues.

The state property tax contribution from the tobacco support
program may be estimated by taking the capitalized veal estate wvalue
attributabie to the program and applying the state property tax rate

te that amount. The capitalized properiy value was found to be §$1.5

and the 1984 state tax rate is 22¢ per $100 of value. Thus,

te revenue From $1.5 billion in property would be $3.3 million.

g sSta

effect, as the vaiue

There would also be & property
estate attributable to tobacco supports the general level of
prosperity in the community. No attempt is made nere to estimate that
hus, the total state revenue for 1984 generated from tobacco
production is estimated to be $129,430,000. This is equivalent to 5.2

percent of Kentucky's 1985 General Fund appropriations.
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Local Impacts *

Local governments in Kentucky's tobacco producing counties would
have significant revenue losses should the industry falter. The
property tax 1in particular would be immediately affected through
declining land values should the returns from tobacco growing fall.
Of even greater concern is the fact that a large portion of Kentucky's
farm real estate value is based on the value of the tcbacco quota. If
the right-to-grow tobacco were reduced or eliminated, land values
would fall dramatically, with resulting losses 1in property tax
revenues. Since Kentucky's local governments count on the property
tay for the maiority of their jocaliv generated revenue, the resuit

Locai education efforts

be disastrous 1in

low average income, and fTew

t revenue.

3

Local property tax rates vary among counties and school

arcund 17.9¢ per $100 assessment for counties and 18.7¢

to the tobacco support program.

Toba

Tobacco is extremely important fteo the agriculfural economy of the

S
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of tobacco. But the farmers of these southern states are having
financial problems already, and an increase in tobacco imports will be
an additional threat to their survival. The following figures will
itlustrate this point. The proportion of southern farmers who had bank
financing discontinued is higher than that of any other region of the

couniry, more than double the national average: 6.4 percent in the

South and 3.1 percent for the rest of the nation. The proporticn of

farmers who borrowed to their 1Timit is higher in the South than in any

for the nation,

the South more tnan 50 the national

out of business

the countryv: 3.9

the South nearly

iy, the propertion of farmers who

rily, if not

an to nrovide a

be unable to meet

civcumstance 15 due to ftobacco's

nigh labor-intensity. HWere it

I ey G T Ny e o~ LR 3 R N VI FiSN
iy stabie source oOf income, Kentucky's farm



problems, as bad as they are, would be much worse and would quickly
spill over into the farm credit industry.

Elimination of the tobacco support program would have an immediate
and devastating effect on the tobacco farmer's credit. That program
creates an income stream to the owner of the tobacco allotment in the
form of the annual Tease value of that allotment. The Tease value is
then capitaiized into the value of the land containing the allotment.
Eliminating the program would immediately destroy that value of the
tobacco tand which is attrihutable to the income stream from the guota.

Quota iease rates in Kentucky vary from 30¢ to 70¢ per pound, with
¢ teing a veasonable average. If buyers and sellers of farm Tand

L

gxpect the income from the quota to continue for 10 years and they

expect tne interest rate after inflation over that pericd to be 10

(4]
=
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=
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percent, then the guota wouid be Tittle over $3 per pound.

On 3847 ¢ cvoon of 499 mitlion pounds this would mean a value of §$1.5

for our state's quota system, which is directly reflected in

the val of our farm real estate Elimination of the program would
ESu Tt b astant 1oss of that amount of asset value to Kentucky
an Farmers who are now reasonabily weli-off would find

themselves suddenly in debt beyond their net worth, as a large portion

of  thedr Gang ssset vanished. Loans would have to Dbe called and

tow.  Farm banks in fobacco-growing regions




ITI. IMPLICATIONS FOR THE FUTURE

The 1985 Crop

The Kentucky Department of Agriculture's survey of farmers!’
intention indicates the number of acres planted this year will fall to
175,000 from last year's 210,000 acres. Assuming that yields per acre
this year are similar to those of last year's relatively good crop,
the decrease in acreage planted will result in a 177 smaller crop.
This means that 415,625,000 pounds will be produced; down 83,125,000
pounds from Tast year's 498,750,000.

In 1984 the average price received per pound was $].88. OF

this $1.88, $1.085 per pound iz accounted for by total direct ¢

= ER % A ; = R S P 3 - @ 70
accruing to farmers and farm workers, leaving §.79

ALY o e § e 7 fi% o s, 3 PR . v b [
Tlation (4%) to 83¢ per pound. i

estimates the no-net-cost

Agricul

by to a total of 30¢ per nound. These two e the
non-labor portion of oo $1.04 per pound. leaving 84¢ for tota
direct income - a substantial decrease from 1984's 1.085% per nound

Overall total direct income will amount to $349,125,000 in 1985:

lar Tl ims  Ee i i Tma+anly ALY [
decline trom 1984, Approximately 45% of this




attributable to the smaller crop size, while the remaining 55% is
attributable to a slightly lower real average price, and a significant
increase in the no-net-cost fee. Furthermore, through the fincome
multiplier effect an additional income loss of $495,000,000 will be
felt throughout the Kentucky economy, making total income from tobacco
production in Kentucky fall some $687,000,000.

N

Direct employment will fall proportionately with the crop size.

1985 will see a loss of around 5100 direct full-time jobs provided by

In addition, a lioss of around tobacco support industries

account

[ e [N 2
by Tarmers, it is

of the direct income ¢

remaining 1/3 being absorbed by growers. Under this set of



assumptions farmers' net income per pound falls to 42¢, determined as
follows:

Total Direct Income Loss Per Pound = $1.085 - $.85 = $.235

Farmers' Net Loss Per Pound = $.235 x .333 = .078 = .08

Farmers' 1984 Net Income Per Pound = $.50

Farmers' 1985 Net Income Per Pound - $.50 - $.08 = $.42

A 42¢ per pound average income discounted at 10% annually for 10
years has a net present value of $2.59 per pound. With 1985%'s
poundage of 415,625,000, property values stemming from the price
support program total $1,076,500,000, a reduction of $423 500,000 or

28%.

Tobacco production will generate income of $1,250,000,000, at an

Kentucky's effective output-to-sa

00816,
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revenues. Under the assumptions used here,

5 Lo,
TN
LoTal

TR gn - . 3o FE T VIPT SN
tined by roughly 35%. Likewise,

evenues would Dbe expected to decline proporticnately

these tax receipts would be reduced by $18,690,000, reducing other

. . C o . ) eEa AnA A
income related tax rs Fo $34,800,000 from $53,400,000.



In this senario total state revenues would total to $104,173,000

9

a decline of 17% from 1984. A table detailing the 1985 crop

projection is at the end of fthis section.

who would
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Security Insurance (SSI) or Aid to Families with Dependent
Children (AFDC), but whose tobacco income allowed them to be
self-supporting, would be entitled if they lost that fincome, to
receive such support. Over 16 percent of Kentucky tobacco farmers are
65 years old or older. They are thus eligible for an average of $305
per month in Medicaid Funds. For female tobacco farmers (over 6
percent of Kentucky tobacco farmers are female) with children, a drop

helow the poverty level would entitie them to an average

s
posi
[
o)
-3
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of $197 per family in Aid to Famiiies with Dependent Children

latter programs is currently

hut will go to &5 percant

coo Gncome would, In turn, cause a3 n
income to other members of the community, costs to the sector

would also have to include providing for these indirect tosses. Using

v

i

e the total number 01

bad

the empioyment multiplier to estima



becoming eligible for benefits it 1is found that the total new food
stamp recipients would be 27,280. It would cost $3.8 million a month
or $45.2 million a year to provide food stamps to that number of
people.

Applying the muitipiier to the number of direct new Medicaid
recipients would show 4,400 total recipients for a cost of $1,342,000

s month or $16.104,000. The state’'s share of that annual figure would

!
i

e $4.8 mitlion.

i S Al
Brovide
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spite OV Ints, b oL 10w
refatively  small  amount OF  revenue

citizens., As we ai)l know, tax increases are a painful subject. But
we should consider what a toss of $130 mitlion would mean to our 1985

Genera
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Eighty-five percent of the General Fund Budget goes for basic
services - Education/Humanities, Higher Education, Human Resources,
and Justice and Corrections. An additional 8 percent goes for what is
called "basic maintenance" - the Courts, the Legislature, Revenue and
Finance. Only 7 percent, or $200 miilion is left for what are
generally termed ‘“discretionary funds” - Commerce, Development,
Energy, Labor, Pubic Protection, Natural Resources and Tourism.

If cuts are confined to the "discretionary" category, a $130

miliion loss would reguive a 65 percent reduction in Tunding for these

o
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SUMMARY SHEET Of 1985 PROJECTIONS

1984 1 Pr=1. % Change from 1984
Total Acreage 214,000 175,000 17%
Pounds Produced 458,750,000 415,625,000 17%
Direct Income 541,000,000 349,000,000 35%
Total Income 1,937,013,000 1,265,000,000 35%
farmer Net Income/Pound 50¢ 42¢
Laborers Income/Pound 58.5¢ 444
Jirect Employment 25,800 17%
Total Employment 45,400
Totai Sales F81.375,000 17%
17%
34%
V7%
35%
17.4%
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APPENDIX ¢4

United States Agricultural P.O. Box 2415
Department of Stabilization and Washington, D.C.
Agriculture Conservation Service 20013

Honorable Pete Worthington
Office of The Speaker Pro-Tempore .
Kentucky House of Representatives SEP 09 145
Frankfort, Kentucky 40601

Dear Mr. Worthington:

Thank you for your letter concerning the asswnptian% used to determine the
"No Net Cost Assessments' for the 1982-85 burley crop vears

The Secretary is required by fobacco Program Act «
determine the assessment and ad jus om time -ime in
consultation with i’h@ assoclat

essment of

caleul

f bale)
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3FP 09 1955

Type-31
117 Interest Rate

CI’@ Princigal Interest
($1,000)

1982
Less Sales
Total 1982

1983

222,545
4,860
717,685

497,977

52,269
=1 . ]_40
51,129

53,919

4,138

2

1984
Total

1 Year Intevest
And CC @ 11.3% ) 3,275

J‘;f ' i g
Recover 1 Year
Interest Ang CC 123,375

1/2 Accumulated
Interest 54,593

Less NNC Accounts

80,938 Div. By 525,000 = 15.42¢ Per Pound Assessment

Recover Cutstanding
Interest + 19867 Intevest And CC
et

232,561

Less Accounts

135,531 Div. By 525,000 = 25.82¢ Per Pound Assessment

jge]

g

Recover (utstanding

Interest + 1986 Interest

And CC. Without The Use Of 1982, 1983 And 1984
NNC Accoumnis.

232,561 Div. By 325,000 = 44.3¢ Per Pound
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1984 CROP BURLEY

Cost/Sales
YEAR POUNDS PRINCIPAL INTEREST TOTAL $Per 1b.
1985 166.5 408.3 36.7 445.0 2.67
(SALE) (33.3) (85.3) (7.9) (93.2) 2.80
133.2 323.0 28.8 351.8 2.64
1986 133.2 323.9 64.3 388.2 2.91
SALE (33.3) (87.9) (10.3) (98.2) 2.95
99.9 236.0 54.0 290.0 2.90
1987 99.9 236.7 79.9 316.6 3.17
SALE 33.3 (74.9) (25.0) (99.9) 3.00
66.6 161.8 54.9 216.7 3.25
1988 66.6 162.3 72.7 235.00 3.52
SALE (33,3) (78.2) {35.0) (113.2) 3,40
33.3 84.1 37.7 121.8 3.66
1989 33.3 84.4 46,9 131.3 3.94
{33.3) {51.0} (28.3) {79.3}) 2.38
33.4 18.6 52.0
$52 Loss

$377.3 = Principal Paid
$106.5 = Interest Paid
483 .8 ~ TOTAL REPAYMENT

$2.90 Per Pound Average Selling Price

33



1983 CROP BURLEY
Cost/Sales
$Per

YEAR POUNDS




SCHEDULE O

"ESTIMATED GROWER ASSESSMENT
BURLEY TOBACCO

Year Beginning Qctober 1

1982 1983 1984 ... 198s
(A) Loan Receipts
Green Weight
(in thousand Ibs.) 269,241 255,200 200,000 ° 150,000 °
(8) Sales - Dry Weight
(in thousand 1bs.) 102,705 -0- ~{- -0-
(C) Uncommitted Stocks
- Dry Weight
{in thousand 1bhs.) 96,625 214,056 166,520 124,890
(0 Estimated Gain/{Loss)
- Dry Weight
{(Cents per Pound}) -0~ H 129.3} { 31.23 { 42.01%
(€}
) (% 276,855) {$ 52,000) (% 52,500
{F}
ie 5¢ G 30¢
G
776,273 524,200 696,000 525,000
{H} No NMet Cost Account
(in thousands} kS 7,763 $ 26,210 $ 62,100 ¢ 157,500
(1 Interest Factor 1.62 167 1,48 1.48
{J) Account Adjusted for
interest (in thousands} $ 12,57 $ 43,771 § 91,008 $ 233,100
{K) Gain/{Less) :
{in thousands) ¢ 12,576 {$ 233,084) $ 39,908 $ 180,600
FORMULAE
1 LD =E 3. H+ 1= J
2 FXG=H. 4 J - E =X
FOQTNOTES
1. Estimated.

2. Gain on 1982, 1984, and 1985 crop operations will offset 1083 crop lossess and the account
should reflect a -0- balance after the crops are sold.

SOURCE: United States Department of Agriculture.

Doc. 940M
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APPENDIX 5§
SCHEDULE A
BURLEY TOBACCO GROWERS COOPERATIVE ASSOCTATION

Summary of Income and Expanses

vz _Ending Sevtember

ot
=
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SCHEDULE C
BURLEY TOBACCO GROWERS COOPERATIVE ASSOCIATION

Summary of Operating Statements

ADVANCE 1O MEMBERS

Redrying
Green Prizing
Transpartation

Stoerage
I{nnage
itage

1982-84 Crops
1982 Crop __ 1983 Crop . 1984 Crop

$ 389,090,956

$ 34,494,152
1,852,248

$ 379,867,779 $ 301,295,810

% 36,202,706 $ 24,549,546

345,150 96,304
2,916,186 1,944,902
1,488,016 254,552

373,487 277,976

55 -0~
; _o-
[ P
90,124
. _ 262,342

£ 27,475 68%

f

YT Y b

i

328,777,374

.33 195



ADDENDUM TO SCHEDULE C

Schedule of Pounds Purchased, Redried
and Sold Per Crop Year

Pounds ourchased: 209,221,237 159,575,718
Pounds redried: 165 878 133,142,455

B AN
9 ¥ ol

938M
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Why Tobacco Imports Should Be Restricted

The Kentucky legislative Tobacco Task Force believes that the

1

should take the immediate necessary legal action under

S

Section 22 of the Agricultural Adjustment Act (7 USCA Section 624
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burley is produced under the price support program. To

b}

receive the benefit of & price support, production of tobacco must

C
{

be controlled. The burley producer took a 10 percent cut in
production guota in the 1984 crop and in all probability will take
at least another 10 percent cut in the 1985 crop. This is patently

unfair to the American burley tobacco farmer since producers in
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countries. In addition, subsidies are given by the governments or
manufacturing companies in some foreign countries importing tobacco
into the United States. For instance, the Republic of Korea, a
large importer of tobacco into the United States, pays 21 percent of
the cost of fertilizers used to produce tobacco and gives free
tobacco seed to the producers. In Brazil, the largest importer into
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average. Finally, the proportion of farmers who recently went
bankrupt is 1.6 percent in the South and 0.6 percent for the nation,

which is more than double the national average.

Kentucky Tobacco Producers
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orice support program would be extremely difficult

Economic Impact of Tobacco on Kentucky

In 1981, the total full-time eguivalent employment of tobacco



production workers in Kentucky was 30,987. These are farmers and
hired workers engaged in tobacco production. Tobacco production
accounted for 2.3 percent of Kentucky's total employment.

The total value of tobacco production in Kentucky in 1981 was
$612,721,000. The production of tobacco accounted for 1.1 percent
of the total value of a3ll of the goods and services produced in

Kentucky.

In 1981, Kentucky farmers and farm workers received an estimated

net income from tobacco of $97,485,000. This amounts to 39 percent

of the total income from crops grown in Kentucky, and 28 af
the total net income from farming.

To te impact of the tobacco industry on the
state it 1ls necessary to consider the effect that tobacco has on

YT MATerial

{those

the state's economy)y £ vsis of the
Kentucky eCcOonomy 1 employment {direct and
indirect) in 1981 o was 54,537,
This was 4.1 percent of Kentucky's G employment

of the groess of KRentucky.
4



In terms of income, the total income generated in the state in
1981 that was traceable directly or indirectly back to the
production of tobacco was $372,393,000. This was 1.5 percent of the
total income of Kentucky‘'s citizens.

Thus, from this analysis, a loss of one percent in Kentucky's
tobacco output would result in 545 jobs being lost to a hard-pressed

sector of the state’s economy.

Given that a large portion of tobacco farmers and worl are
o have relatively low education, and have few in othery

areas of emplovment, any decyease would harm an a
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sector of the state’'s econ
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ate. They include the twoe poorest counties in

the poorest in the s

, and all of these counties earn less than the averags
income in Kentucky, which is the 5th lowest in the naton. At the
same time, these counties have high unemployment rates, averaging

over 14.6 percent. unemployment.,
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Recommendations

Therefore, the Kentucky legislative Tocbacco Task Force
recommends that the President take the immediate necessary legal
action under Section 22 of the Agricultural Adjustment Act (7 USCA

Section 624}, as amended, to reduce tobacco imports because they

" .. render or tend to render ineffective, or materially interfere

with ..." the tobacco price support program. It is recommended that

fe

tobacco imports be reduced to expeditiously bring the sxcessive

iy

tobacco loan stocks in the pool under control. Fifty milliion pounds
of tobacco carryover in the pool is the maximum level objective.

The © as previously stated, for this recommendation are:

- Imports of burley tobacco have increased about 290 percent

since 1975.

.

- American tobacco farmers have producticn con

-
.
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foreign producers do not, an unfair advantage for the

producer.
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- Tobacco 1is the 1ifeblo o

~

Kentucky agriculture, accounting

for about 50 percent of the state’s total crop recei
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- About 76 vercent of Kentucky's tobacco farmers have a net

3

arm income of less than $10,000.
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-~ Imports of burley tobacco have contributed to the increase of
burley pool tobacco from zerc pounds in 1981 to about 307,000,000
pounds as of January 1, 1985, not including the large amount of the
1984 burley crop going to the pool.

Furthermore, the Kentucky legislative Tobacco Task Force makes
rhese additional recommendations on tobacco imports tc the President.

The United States should not allow tobacco imports from those

e e e P T ) ; o, £ -1 7 T e 4 1 5
countries which do not allow American tobacco

The linited States should not allow tobacce imports from those

3

£ S e

o A A Ty =
OFf CO0aCCo.

subpsidize the production or manufactuz

[

{

43 3 oy Pou [ R 4 e e o~ [ N U S N =
uid not allow imported tobacoco which does

same pesticide and herbicide reguirements which

T N T | i Vo m g pma S 3 - A i P e 2 o~ L e ey e — e e
imported tobacco should not be allowed from nations who Co

allow a fair and just market for American products.
Imported tobacco should not be allowed from nations which do not
require adequate labeling information regarding the use of

pesticides and herbicides because of the risk to uninformed workers

when exposed to harmful chemicals.
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Conclusion

Tobacco is at the heart of Kentucky agriculture, accounting for
more than one-half of the total value of all crops grown in the
state. Imported tobacco reducing the effectiveness of the tobacco
price support program is a serious matter to the Kentucky farmers’
wellbeing. Tobacco is a highly labor-intensive crop and is a very
physically demanding crop to grow. Tobacco farmers have large
capital investments in equipment and land. Tobacco 1s a billion
dollar cash crop in Kentucky. ©No legal crop can replace tobacco for
value per acre, and the average acreage for each burley farmer in
the burley-producing states is only from 1 to 3 acres.

A Kentucky burley farmer, speaking at cone of the public hearings
which our Tobacco Task Force recently conducted, very succinctly

o Kentucky when he said: "TF
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Cl

expressed the importance

tobacco is taken away fyom the small farmer or from thi

ot
i
s}]
e

ea, there

is no one farmer I know who could show a profit in his farming

operation. We are talking about the quality of life in rural
Kentucky.”

Madame Chairman and Commissioners, this concludes our testimony.
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Appendix 7

Summary of Comments Made at the Five Public
Hearings on Tobacco Held
November 26, December 3, December 17, 1984,
January 28, March 25, May 30, and October 29, 1985

PRODUCERS

American dealers are actively supporting the growth of
foreign tobacco.

0 o manufacturers raised the prices @f their cigarettes
25 to 30 percent in 1282 and 15 to 16 percent in 1983, an
ncrease over and above the increase in Lhe exclse tax.

The U.8. Secretary of Agriculture should

thority to adjust allotments by mere than 10
bring production in line with disappearar
consultation with farm leadership.

Where foreign subsidy exists ov
¥ contrac gYrow Or Caus
n county import guota

mports should be limited to
isappearance,

rhe

Lj’;m‘*;

ns  weaken m@mﬁy,

support progra
of 1v3$1mq
lines with a

Prohibit Frurley 1
permit the U.S. o
countryv.

imports £rom those countries that do not
export burley tobacco products into that
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If import quotas are proclaimed (10 percent of
disappearance) farmers would consider a reduction in price
supports as follows: (a) Cap on no-net cost assessment of
ten cents; (b) For each one-cent reduction in no-net cost
assessment, price support would be reduced two cents; and
(c) Limit no-net cost fund to 100 million dollars.

Due to the drought disaster of 1983, that crop of pool
stocks should be removed from the no-net cost obligation as
an emergency measure.

Farmers 1in general recognized that U.S. burley prices were
increasing faster than world prices and have agreed to
support price freezes since 1982, resulting in income
reduction of approximately 30 cents per pound.

Eliminate leasing.

The President could place import restrictions on

under the authority he pr esently has under Section 22.

A surtax of omne dollar per pound should be placed on

leat dealer should be allowed to handie pool tochecco i

Co guocta by five

Restrict imports to 10 percent of usage.

Place quotas in the hands of producers who want to grow it.

Companlea @ﬂou id take more active role along with the
Commodlity O i ion in financing pool stocks.

The no-net cost program must he reduced or eliminated.
Control should be placed on excessive imports of foreiagrn
tobacco and foreign-produced tobacco should meet the same
quality control as American-produced tobacco.

The assessment for the no-net-cost program should be added
to the average support price of tobacco.
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The federal excise tax on tobacco should be reduced as
scheduled under present law.

No reduction should be made in the current support price of
tobacco.

We all must work together to save the tobacco price support
program.,

in order to reduce

imposed.

Import guotas should be imposed.

tobac

ovides part-

tobacco quotas provides retirement income for man

L

Tobacco benefits state and local governments.



Speaker supports
cigarettes.

Loss of program could cause loans to d
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KENTUCKY 'S POSITION

Kentucky hereby supports the following Plan of Unity and
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APPENDIX

Summary of the

ram Improvement Act of 1985
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Kind of

respective




market price of the tobacco involved on the quantity of tobacco as to
which the failure occurs. The penaity would be assessed by the Secretary
after notice and opportunity for a hearing, and review by the appropriate
United States district court would be provided.

A




Investment of Tobacco Inspection Fees

Authorizes the investment of fees and charges collected under the Tobacco
Inspection Act, with any income realized to be used to pay the expenses of
the Secretary of Agriculture in providing services under that Act.
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QCT.01 85 15:20 SENATOR MCCONNELL  WRSHINMGTON DC pP.37

tobacco instead of the 1985 crop as in the Dbill. This 1is
basically a technical change since the price support level for the
1985 crop of Flue~cured tobacco has already been established usisg
the Nunn amendment. |

£3) The bill establishes a formula for determining the
national marketing quota for Flue~cured and Burley tobacco that
takes inte consideration 3 factors: {1} tobscco purchases
imtended to be madae by cigarette manufacturers, (2} average arhual
sxports of tobaceo for the 3 preceding years, and (1) the smount

sf tobascco the Secretary determines 1s onseded to incresase orp

decresse the inventorlies of the prod establish

The bill

or maintaln guch inventories at the
also limits any downward adjustments in the nationsl warketing

s

guesta for Burley tobaceco to the greater of (1) 35 million pounds,

or (11) 50 percent of the amount by whieh total Burley tobacse
inventories of the producer sssoclations exesed the reserve 3tosk
lavel.
The zmendment STy the downward
ad justment in the ~ Byl tobacce and
applies thisz same provision as 3 limitation on the dewnward
adjustment ipn ipventories under the third factor of the marketing
quota determinatlon formula. This elarifies the origl 1 dimntent

of the bill,
{4) The amendment deletes the provision 1n the pupchase
requirement sestion that exempts a eigarestie manufacturer {rom any
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te at least 50 percent of

pepnalty for not purchasing tobacco
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Explanation of Amendment Included In
Conference Committee Report (December 1985)

On December 17, & conference substitute to S$.1418 was adopted by the
Conference Subcommittee considering the tobacco measure. The main changes of
concern tc burley interests in the substitute included:

I. Setting the price support for the 1986 crop of burley tobacco at
$1.488 per pound, and

|

that for each of th

onal

ol marketing years 1986 through

ss than 94 percent of the
ding marketing year; and
ous year tn 1990 through
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APPENDIX 10

RESOLUTION

the heart of Kentucky's

WHEREAS, tobacco production is
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